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Performance Review Report

EXECUTIVE SUMMARY

Introduction

The purpose of the project is to provide the Washington State Department of Labor
& Industries (L&I) with internal auditing services to conduct a performance review
and analysis of the Department of Energy’s (DOE) process for adjudicating workers’
compensation claims at the Hanford Nuclear Reservation.

Project Objectives and Requirements

This project focuses on DOE’s administration of its workers’ compensation process
and activities. This project includes reviewing the reliability, integrity and the
efficiency with which resources are employed for adjudicating claims. In addition,
this project assesses DOE’s compliance with its obligations as a Washington State
self-insured employer. This project is also designed to identify possible problem
areas, so that suggestions for process improvements can be developed.

Basis for Report

This report is based on the information obtained from three main activities: 1)
Review of claim files maintained by CCSI, the DOE’s third-party administrator for
workers’ compensation claims, 2) Interviews with randomly selected, as well as self-
selected, injured workers and 3) Documentation of the current Hanford Workers’
Compensation program. The various types of information obtained from these three
activities were analyzed to form our opinions regarding program performance.

Conclusions and Recommendations

DOE, through its third-party administrator, Contract Claims Service, Inc. (CCSI)
operates the Hanford workers’ compensation program within expectations for a
self-insured employer. However, as in any operation of this type, there are areas in
which performance can be improved. Results of the claim file review and the injured
worker interviews both indicate an opportunity for more effective and timely
communication and improved timeliness of claim progress to final resolution.

Before improvements can be made, the issue of fundamental differences in
perspectives between the service providers and the service recipients must be
addressed. Activities that result in bringing the two sets of perspectives nearer to
one another should be pursued. We believe there is room to create a more realistic
set of expectations from injured workers and a more responsive customer service
approach by DOE and CCSI. Workers will be well served if they clearly understand
the expected timeframes, the information that is required to be obtained by CCSI
and how they can best support the system at the very beginning of the claim
process. CCSI will be well served by customers who understand how they can best
assist in the adjudication and claim management process.

Our recommendations focus on improving the assistance provided to claimants,
increasing the frequency and effectiveness of communications and improving the
timeliness of claim progress to final resolution. Implementation of the following
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recommendations will address workers’ concerns and improve the effectiveness of
the process overall.

RECOMMENDATIONS:

» L&l should share best practices with Self-Insured Employers.

» DOE should establish an advocacy function specializing in retiree and elderly
issues.

» CCslI should provide advice and consultation during the initial claimant contact.
This process should be a formal, standard procedure but the specifics of the
consultation should be tailored to the individual’s case.

» CCSI should enforce the 24- hour policy regarding initial contact with the
claimant. A structured follow-up procedure should be followed.

» CCSI should provide more frequent contact with claimants. Important
developments such as action plan delays due to medical information,
acceptance and denial decisions, and diagnosis/treatment approvals should be
immediately communicated to, or discussed with, the claimant.

» CCSI should contact physicians at the same time as the 24-hour initial claimant
contact.

» CCSI should challenge the tone of current correspondence and include
explanations of required information. A letter regarding the decision on a
condition and approved treatment costs should be added.

» CCSI should enforce the 30-day claim file and action plan review policy.

» CCSI's claim supervisor should focus the review on claims needing extra effort
to accomplish timely resolutions.

» CCSI should continue to work toward reducing caseloads to 150 per examiner.

» DOE and CCSI should consider involving employees in periodic discussions
regarding emerging customer service issues.

We have discussed the differing perspectives and overall conclusions in the first
section of this report immediately following this Executive Summary. Our
recommendations are contained in the second section of this report. The core
aspects of our work and results are provided in the Information and Analysis section
of this report. That section provides the basis for our conclusions and
recommendations. As such, an understanding of the Information and Analysis
section is required to fully understand why we arrived at certain conclusions and
why we offered our recommendations.

Other Information Provided in this Report

A significant amount of information is provided in the appendices to this report.
Appendix A provides documentation of the current Hanford Workers’ compensation
system. It is composed of a series of flowcharts and supplementary narrative
discussion for a variety of processes related to the overall system. Appendix B
provides a summary of our claim file review results, with our overall opinions as to
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how well each claim was managed and a listing of the pertinent regulatory
provisions used in our assessment. Appendix C contains a significant amount of
information obtained from our interviews. We were careful to segregate comments
from the randomly selected group from those who volunteered to be interviewed.
We were also careful to report the interview results in such a way as to protect the
confidentiality of the responses. Appendix D provides information about the scope
and methodologies used in this project. This appendix is helpful in understanding
the project approach and limitations of our performance review.

Conclusion

The Hanford workers’ compensation system is complex as it involves multiple
compensation programs and multiple contractors with varied perspectives. While
the current system should be more focused on customer service, its current
operation is within expectations for self-insured employers. To the extent that
recommended changes are implemented to improve assistance to workers, improve
the effectiveness and frequency of communication and improve the timeliness of
claim progression to final conclusion, workers concerns will be substantially
addressed.

We wish to thank all of the current and former Hanford workers who were willing to
provide their experiences and concerns. We also wish to thank CCSI for their
assistance and their patience for our significant disruption while we were reviewing
their claim files. We also thank the DOE and its contractors for providing
information important to this project and others such as the University of
Washington and the US Department of Labor and its contractor, for their assistance
in this project. Finally, we wish to thank L&l for providing substantial technical and
administrative support, in addition to very valuable project oversight.

March 31, 2006
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PERSPECTIVES AND CONCLUSIONS

Introduction

The Washington State Department of Labor & Industries (L&) engaged our firm to
conduct a performance review and analysis of the US Department of Energy’s (DOE)
process for adjudicating workers’ compensation claims at the Hanford Nuclear
Reservation. Inherent in a process performance review, and explicitly stated in our
contract with L&I, is an assessment of the reliability, integrity and the efficiency with
which resources are employed for adjudicating claims and to identify possible
problem areas and provide suggestions for process improvements. The nature of
process performance assessments involves judgments about how well programs are
managed, and in many aspects, these judgments are subjective. The reason for
conducting this review and why an independent consultant was used is briefly
explained below.

Background

Workers at the Hanford Site have expressed multiple concerns to the Department of
Energy (DOE) that claims for workplace injuries are being mishandled. Workers
complained of having to hire attorneys to attempt to get some medical claims paid.
Other claims, they alleged, were languishing for more than a year before being paid.
DOE committed to a review of the third party administrator, Contract Claims Service,
Inc. (CCSI) that handles their workers’ compensation claims. At issue is whether
CCSl is processing the claims as required by state law and doing so promptly while
treating employees with courtesy. In order to conduct the review with objectivity
and ensure that the results and recommendations are fully credible to the
employees, DOE requested that L&l manage the review process. L&I determined that
hiring an independent consultant to coordinate the review would be beneficial and
increase credibility.

Nature of this Project

A performance review focuses on how well the process works from various
perspectives. Efficiency of processes is important to those involved in managing the
program. Effectiveness of process outcomes is important to the beneficiaries
(customers) of the program. From a performance assessment perspective, all
parties involved in any process should be concerned with both efficiency and
effectiveness.

While compliance with laws and regulations is an important consideration of
assessing performance, it is not the only consideration. From a performance
perspective, how well customers are served (effectiveness) and how streamlined
(efficient) service processes operate are equally important in assessing performance.

As is evident from the description of the background and reasons for this project,
confirmed by our observations and interactions, various parties appear to have a
disconnected set of perspectives and expectations regarding both the program and
this project. We believe the various parties are well served by an open discussion of
these differing perspectives to enhance understanding and possibly affect future
process improvements.

MILLER & MILLER, P.S.
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Perspectives of the Program

The fundamental relationship between L&l and DOE is a good place to begin a
discussion of perspectives.

The Revised Code of Washington (RCW) 51.04.130 provides for special insuring
agreements between DOE and L&l that need not conform to the state’s industrial
insurance law if the department (L&I) finds it is in the national interest.

The Memorandum of Understanding (MOU) between L&l and DOE states that covered
contractors are covered under the MOU as a group as defined under the self-
insurance regulations. DOE shall perform all functions required by self-insurers in
the State of Washington including maintaining certification requirements and paying
required assessments. L&l oversees the provision of benefits to ensure compliance
with laws, etc. DOE is not required to file an application for Self-Insurance as the
MOU satisfies this purpose.

L&l has significant oversight responsibilities for all self-insured employers in the
State of Washington, but is limited in its ability to de-certify an employer or cause
corrective actions to be taken by the provisions of RCW 51.14.080 and RCW
51.14.095. Essentially these provisions require severe mismanagement or specific
listed behaviors before action can be taken.

This presents an issue as to how this project relates to the fundamental relationship
between L&l and DOE. The Hanford workers’ compensation program has several
unique aspects. DOE and its contractors as a group, is a self-insured employer, with
the same responsibilities as all other self-insured employers in the state. As long as
DOE operates its self-insurance program within laws and regulations, in all material
respects, then of what use is this project? The answer to this question lies in the
background discussion above and in L&I’s and DOE’s agreed-upon response.
Workers expressed various concerns about the management of this program. While
not definitive, their concerns are an indication of a process that should be
challenged. Once again, in order to conduct the review with objectivity and ensure
the results and recommendations are fully credible to the employees, DOE requested
that L&l manage the review process. The agencies have determined that hiring an
independent consultant to coordinate the review would be beneficial and increase
the credibility of the review.

Therefore, this project and this report have been designed to address workers’
concerns about the effectiveness of the process as well as the compliance aspect of
the process. When any program operates with the fundamental objective of
compliance with laws and regulations without equal regard to efficiency of
operations or effectiveness of outcomes, there will be a disconnect between the
process managers and the customers.

The relationship between DOE and CCSI is vitally important to the administration of
the self-insured program. This relationship is established by contract. The contract
provides for a per claim payment divided between opening a claim and closing a
claim. Both of these activities are important to not only DOE, but to injured workers,
as long as it is appropriately handled. There is one clause of this contract that aids
in the understanding of perspectives.

“The purpose of workers’ compensation at the Hanford Site is to provide for
appropriate medical care, make benefit payments in a timely manner, minimize
disability, and return injured and/or ill employees to the job of injury, other suitable
employment within the Hanford Site or other gainful employment. The program will
be administered to preserve the assets of the government and it’s covered site
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contractors. It is the government’s policy to pay full benefits as required by
Washington State law.”

We expect that some injured workers focus on the statement “The program will be
administered to preserve the assets of the government and it’s covered site
contractors” as a directive to CCSI to deny benefit payments. However, this focus
without considering the portion of this clause that discusses providing appropriate
medical care and paying full benefits under state law, is misplaced. We heard
worker comments that CCSI “uses the law” to deny benefits, provided in a negative
sense. These comments indicate a misunderstanding that CCSI must follow the law
in its claim management activities. However, these types of comments may also
indicate a lack of assistance in helping the injured worker to understand the
regulatory constraints, so that the injured worker can “use the law” for their benefit.
Based on our work, we found no overt pressure on CCSI to improperly deny claims,
either contractually or otherwise.

We believe a proactive claims management process that provides frequent
communication and assistance to claimants is the best way to provide full benefits
and preserve the assets of the government and its covered site contractors. Such a
claims management process would also minimize the perception that operating the
program in conformity with state laws and regulations does not protect the workers
interests.

However, we believe that the DOE and CCSI activities are focused on complying with
state law. While this is appropriate, such a focus on compliance should not be the
only objective of their activities. Activities designed to manage customer service
objectives are also important. Without a sufficient focus on customer service
objectives, some employees are dissatisfied and complain.

Workers have a very different perspective of this program. When they are injured or
become ill due to what they believe is a work related incident, they expect to be
made whole under the state program. They expect this to occur without an involved
process on their part (answering questions, filling out paperwork, providing work
and medical histories, etc.). They also expect to receive payments, if time-loss is
involved, so that they can pay their bills on time.

The state’s workers’ compensation program provides for time frames to balance the
need to promptly process workers’ claims with the need to determine the validity of
the claim. Even the 60-day requirements to deny claims or pay medical bills are
viewed as too long by injured workers.

Activities that result in bringing the two sets of perspectives closer to one another
should be pursued. We believe there is room to create a more realistic set of
expectations from injured workers and a greater customer service approach by DOE
and CCSI. Workers will be well served if they clearly understand the expected
timeframes, the information that is required to be obtained by CCSI and how they
can best support the system at the very beginning of the claim process. CCSI will be
well served by customers who understand how they can assist in the adjudication
and claim management process.

Overall Conclusion

The Information and Analysis section of this report contains conclusions specific to
the file review and the interview portions of our work. Recommendations that are
provided in the next section are based on these conclusions. Our main conclusion
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from the claim file review is that DOE, through its third-party administrator, CCSlI,
operates the Hanford workers’ compensation program within expectations for a
self-insured employer. However, as in any operation of this type, there are areas in
which performance can be improved. The conclusions from the interview work
highlight a need for improved communication of the process, in general, and
specifically, more frequent contact regarding the status of injured workers’ claims.
In addition, the interviews indicate that faster processing of the claim is expected
from the workers. We also believe that more assistance, directed toward helping the
injured worker to be better able to assist in a successful outcome, is warranted.
There were two consistent points that intersected the file review work and the
interview work: effective and timely communication and timeliness of claim progress
to final resolution. It is interesting how closely the conclusions from this work
correspond to the expressed need for this project as previously described in the
background portion of this section.

MILLER & MILLER, P.S. 7
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RECOMMENDATIONS

Introduction

This project requires our assessment of the reliability, integrity and the efficiency
with which resources are employed for adjudicating claims and to identify possible
problem areas and provide suggestions for process improvements. Other than the
corrective action plan provisions of RCW 51.14.095, we found no statutory
mechanism for L&l to assist self-insured employers in improving their claims
management processes. However, since L&l and DOE have cooperatively worked to
undertake this project to improve the current situation and to address worker’s
concerns, we have developed recommendations for that stated purpose. Some of
our recommendations are more feasibly implemented than others. As such, we
understand that certain recommendations, if pursued on a detailed level, may not be
worth pursuing.

RECOMMENDATIONS:

» L&l should share best practices with Self-Insured Employers.

» DOE should establish an advocacy function specializing in retiree and elderly
issues.

» CCsSlI should provide advice and consultation during the initial claimant contact.
This process should be a formal, standard procedure but the specifics of the
consultation should be tailored to the individual’s case.

» CCSI should enforce the 24- hour policy regarding initial contact with the
claimant. A structured follow-up procedure should be followed.

» CCSI should provide more frequent contact with claimants. Important
developments such as action plan delays due to medical information,
acceptance and denial decisions, and diagnosis/treatment approvals should be
immediately communicated to, or discussed with, the claimant.

» CCSI should contact physicians at the same time as the 24-hour initial claimant
contact.

» CCSI should challenge the tone of current correspondence and include
explanations of required information. A letter regarding the decision on a
condition and approved treatment costs should be added.

» CCSI should enforce the 30-day claim file and action plan review policy.

» CCSI's claim supervisor should focus the review on claims needing extra effort
to accomplish timely resolutions.

» CCSI should continue to work toward reducing caseloads to 150 per examiner.

» DOE and CCSI should consider involving employees in periodic discussions
regarding emerging customer service issues.
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Recommendations to L&l

L&l functions in a regulatory role with respect to self-insured employers. The
underlying objective of the regulations is to ensure that there is consistency in
benefits and program operations between “state fund” employers and self-insured
employers. As noted above, we found no statutory mechanism for L&l to assist
self-insured employers in improving their claims management processes. Penalties
may be assessed for certain regulatory non-compliance, which provides an incentive
for properly managing claims. Otherwise, the potential for cost savings and
employee productivity will drive self-insured employers’ decisions on how they
administer their workers compensation programs. L&l has accumulated vast
experience in its claims management personnel that could be useful to many self-
insured employers. To the extent that this knowledge is transferable to self-insured
employers, the overall program would be enhanced. Changes to allow for the
sharing of best practices with self-insured employers that require statutory
modifications and staffing (budgetary) changes may not be feasibly accomplished.
However, to the extent that assistance can be provided under the current regulatory
framework, it is worth considering.

Recommendations Regarding Communication and Assistance to Workers

We have provided several recommendations related to improved communication
under the claim administration heading below. This section concentrates on
recommendations based on the interviews with injured workers. As such, the focus
of this section is on recommendations to improve customer service. Considering
the different perspectives involved in the program that were previously discussed,
these recommendations will likely require a change in culture and attitude.

Retiree and Elderly Issues

As more fully described in the Information and Analysis portion of this report, we
observed a significant difference between current (and, therefore, younger) workers
and retired (and, therefore, older workers) in terms of support systems available to
them. While all participants in the current program would benefit from additional
assistance and more effective communication, we believe the needs of the retired
and elderly portion of the population is much more pronounced.

We recommend that DOE consider establishing an independent advocacy function
charged specifically with outreach and assistance to retired DOE employees. This
new “retiree coach” function would have claims examiner qualifications, but would
be expected to acquire an in-depth knowledge of all programs affecting retired and
elderly participants, such as EEOICP, the Social Security Administration and
Medicare, for example. This would help to establish an effective working
relationship between current contractors, the Hanford Energy Employees
Compensation Resource Center and the Department of Labor with respect to the
EEOICP program. Specific activities for this function would be assessing the current
status of the claim files in relation to other programs, advising the retired workers
as to the likely outcome of the state or EEOICP claims and what actions the retiree
might take to enhance their success in the claims process.

We understand that this recommendation comes with significant implementation
issues, such as how to contact retirees without unduly raising expectations,
relationship with the DOL and its EEOICP program and how to establish and fund
such a function while preserving its independence. However, we believe this need is
very real and is worth consideration.
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Current Workers

In addition to the recommendations provided under the claims administration
portion of this section regarding more frequent communication with workers, we
recommend that that the initial contact with employees include some time for advice
and consultation. The purpose of this additional up-front effort is to engage the
worker as a productive partner in the process. Many workers perceive the
relationship with DOE/CCSI to be adversarial in nature. To the extent that these
workers’ perceptions can be changed from an adversarial nature to a cooperative
relationship, and result in a more effectively engaged “partner” in the process,
improved worker satisfaction, and more timely resolution of the claim should result.

An example of how this concept might be implemented is a checklist used in the
initial phone contact with employees that discusses the type of medical evidence and
employment information that will be needed to review the claim, the diagnosis and
treatment that requires CCSI approval and how effectively that approval is obtained,
under which circumstances an independent medical examination might be required
and the specifics of how that process works, and any other aspects of the claim
process that can be anticipated based upon the initial filing information.

The recommendations regarding frequent communication provided in the following
section also address issues noted in the interviews and are not repeated in this
section. The first portion of Appendix C provides recommendations offered during
the injured worker interviews. Some of their recommendations are consistent with
the recommendations described in this section. However, there are several other
specific recommendations, not repeated herein, that should be considered.

Recommendations Related to Claim Administration

The following recommendations are based on our assessments of the claim files.
Providing information to the claimant early in the claims adjudication process
addresses some of the employees’ concerns. CCSI has or is making certain changes
that are discussed in the Information and Analysis section of this report. We believe
those actions should have a positive effect on CCSI’'s claims management
procedures.

Early Contact with Employees

We recommend that the reason for the 24-hour contact with the claimant be
reinforced with claims examiners and enforced in practice. The claim file review
indicated that from the time the claim was received to the time the examiner
conducted an initial review ranged between two to five (2-5) days. We suggest that
time-loss claims require a minimum of three (3) attempts over a two-day period and
then, if contact attempts are not successful, a letter be sent to the claimant asking
them to contact the office. CCSI does attempt to follow up initial calls but more
structure in this process should be considered. For medical only claims, other than
beryllium, asbestosis and hearing loss, a one-time call/attempt would seem
adequate. The beryllium, asbestosis and hearing loss claims should be handled the
same way as time-loss claims. The current process of sending initial letters to the
claimant should be retained.

Initial Phone Contact with Physician at Same Time as 24-Hour Contact with
Claimant.
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We understand that the physicians in the community do not prefer such early
contact. However, an initial call would secure records for the industrial injury
sooner thus reducing the potential delay between the filing of a claim and the
receipt of records that allow for early adjudication. This procedure would likely
minimize the perception that CCSI asks the claimant to request the records from the
physician. The claim notes indicate that many physician calls were initiated by the
physician’s office instead of CCSI initiating the contact. Receiving and reviewing
medical records early would alert CCSI to the possibility of a prior condition earlier
in the claim process. These records should be obtained, in all cases, for sound
claims management practices to make early decisions on claims. Besides delayed
progress and communication with the claimant, a Segregation Order and Notice isn’t
requested if appropriate and as a result, DOE may accept a condition unrelated to
the industrial injury. Local physicians, including specialists could be sent a letter
addressing the need for initial calls and requests to minimize the impact from this
change in procedure. Also, for frequently used physicians and emergency rooms, a
visit by CCSI to explain the need for early medical reporting may be helpful.

Challenge the Nature and Tone of Current Correspondence

We recommend a review of all initial form letters that are sent to the claimants when
a claim is initially filed for sufficiency of information included and the tone of the
communication. For example, a simple change from the use of the term
“investigation” to “review” in the initial letter may reduce the potential for a
claimant’s negative impression of the correspondence. Also, in regard to these
initial letters, CCSI should explain what information is required to meet L&l
requirements and how the claimant might assist in this process. We also suggest
that all of the initial letters be reviewed, in relation to one another, to determine
whether conflicting information exists.

We recommend that CCSI add a new letter to its standard correspondence regarding
the examiner’s decision on the accepted condition. The original would be mailed to
the attending physician and a copy to the claimant, with a clear explanation of the
treatment costs CCSI has approved. This would require the early contact with the
physician recommended above and obtaining medical records timely. Also, by
sending a copy to the claimant, another means of early communication with the
claimant occurs that effectively explains what condition and related costs are being
accepted.

Enforce the Diary Expectations Stated in CCSI’s Manual.

As discussed in our Information and Analysis section, keeping current on diaries
assists the claims examiner in managing the timely progression of the claim. The
initial follow-up diary should be set within 30 days and every subsequent 30-day
period. This is CCSI’s policy and is also contained in their contract with DOE. As
such, our recommendation focuses on ways to improve CCSI’s compliance with its
own policy. The importance of using the diary system to keep current on each claim
should be reinforced with employees through office meetings and correspondence.
Supervisors should make a concerted effort to review compliance with diary reviews
when conducting their review of claims. A specific quality assurance review to
determine that this policy is consistently practiced should be conducted until a high
compliance rate is consistently achieved.

Risk Assessment Techniques for Claims Supervisor Reviews

As the new Claims Supervisor becomes proficient in claim file review, establishing
specific risk-based criteria for the review will enhance the productivity of the review.
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For example, rather than reviewing every claim every 30 days, identified factors,
such as the length of time a claim has been open or the total estimated incurred
reserve would initiate a thorough and detailed review. While it is important for
examiners to review all claims every 30 days, the Supervisor should focus on those
claims that need it most. This risk-based approach might allow the Supervisor to be
involved in certain claims needing extra effort to accomplish timely resolutions (e.g.
hearing loss claims and beryllium claims). More direct supervisory involvement in
certain claims would provide consistent claims adjudication and cross training to
reduce inherent problems in managing claims with certain risk characteristics.

Other

We understand that CCSI is addressing examiner caseloads. We recommend that the
target for caseloads be approximately 150 claims per examiner.

DOE and CCSI meet with contractor representatives on a frequent basis. In addition,
we understand that there are certain interactions with union representatives related
to safety and workers’ compensation program matters. We do not wish to
recommend superfluous or unnecessary employee involvement in the program, but
organized roundtable discussions with employees to solicit their ideas are helpful in
assessing emerging customer service issues. As such, DOE and CCSI should
consider engaging their employee customers on a periodic basis for the purpose of
identifying issues so that they can be promptly addressed.

MILLER & MILLER, P.S.
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INFORMATION AND ANALYSIS

Introduction

The purpose of this section is to describe the information obtained and how it was
analyzed. As more fully described in Appendix D Project Scope and Methodology,
we used a combination of documentation review, financial and operating data
analysis, and discussions with various groups. Some of our work was done on a
random basis, using statistical sampling methodology, while other work involved
our judgment as to the nature of data accumulation methods.

Information

We obtained the information used in this project from three main sources:
documents, data from management information systems and interviews.
Documentary evidence used included the workers’ compensation claim files
maintained by CCSI, laws and regulations for industrial insurance, contracts,
informational brochures, forms and other documentation provided by various
sources. Operating and data analysis activities were focused on the information that
resides in CCSI’s claim management system. Information obtained from interviews
included the information used to document the process contained in Appendix A.
The impressions of the process were provided both by randomly selected current or
former workers and by a group of volunteer current or former workers, who wished
to provide information. Representatives from DOE and L&l also provided
information used in our work.

We randomly selected 48 claim files, and the related claimants to interview, from the
population of claims filed during the year ended December 31, 2004. The total
number of claims filed during 2004 was 560. We reviewed these files for a variety of
attributes and rated specific claims management activities. Of the total of 48 claim
files, two files related to ongoing hearing loss equipment needs (hearing aid
batteries, etc.). These two claims were not rated as typical adjudication activities
and decisions were not relevant to these cases. As such, the highest number of files
reviewed for most attributes as provided in Appendix B Summary of Claim File
Review is 46. Not all attributes tested were applicable for all of the claim files, so in
many cases, the number of files reviewed that were applicable to any given attribute
was much less than 46.

Of the 48 claims selected, we interviewed 36 individuals. There were several
reasons why the resulting interviews were less than the number selected. There
were a few instances where we had selected a deceased person or the person was
too ill or frail to be interviewed. There were several instances where the individual
was no longer employed at Hanford and had moved from the Tri-Cities area. We
were, however, able to conduct a phone interview with some of these individuals.
For the few remaining individuals, who declined to be interviewed, and did not
respond to follow-up efforts, we cannot provide a reason. While we had planned for
an interview sample (our target was 41 interviews, as explained in Appendix D) that
would be less than the file review sample of 48, this result affects the precision level
of our conclusions provided in the following section.
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Understanding the Results

It is important for the user of this report to understand how closely the sample
correlates to the population. To aid in this understanding we provide the following
comparison of the sample of claim files reviewed to the 2004 population of claims.

Nature of Claim Population Percentage Sample Percentage Variance
Abrasion 5 .89% .00% -0.89%
Allergenic derm 1 .18% .00% -0.18%
Angina pectoris 1 18% .00% -0.18%
Asbestosis 48 57% 10.42% 1.85%
Beryllium 17 .04% .25% 3.21%
Bite/sting 5 .89% A17% 3.27%
Burn 3 54% .00% -0.54%
Burns or scalds .18% .00% -0.18%

43%
04%

.08% 0.65%
08% -0.95%

Cancer
Carpal tunnel

=

PNRORRPROODOWNNNRNRREPRREPNRPRORRPRPORNRPRORREPREPNONNRERRREORNNRN®R

Concussion .18% .00% -0.18%
Contusion .25% .00% -1.25%
Contusion/crushing 71% 00% -0.71%
Crushing .18% .00% -0.18%
Cut, laceration .61% .08% 0.48%
Derm atitis .18% .00% -0.18%
Dislocation 18% 00% -0.18%
Electric shock .18% .00% -0.18%
Foreign body .36% .00% -0.36%
Fracture 25% 00% -1.25%
Hearing loss 11 21.25% 1 22.92% 1.67%
Hernia .36% .00% -0.36%
Hernia and rupture .18% .00% -0.18%
lliness 18% 00% -0.18%
Inflamm ation .18% .00% -0.18%
Inflamm ation 2 .64% .33% 3.69%
Inguinal single 18% 08% 1.90%
Irritation .25% .00% -1.25%
Laceration .18% .00% -0.18%
Malignant .54% .00% -0.54%

18%
.18%
.18%
89%
.18%
.36%
.18%
18%

00% -0.18%
.00% -0.18%
.00% -0.18%
08% 1.19%
.00% -0.18%
.00% -0.36%
.00% -0.18%
00% -0.18%

Mental disorder
Multiple injuries
Multiple injury

No physical injury
Not elsewhere
Other pneumocon
Other skin cond
Other toxic

Poison:chemical 3 .54% .00% -5.54%
Poisoning .18% .00% -0.18%
Radiation 36% 08% 1.73%
Radiation .18% .00% -0.18%

Respiratory .36% .00% -0.36%

Respiratory .36% .00% -0.36%
Rupture 36% 00% -0.36%
Scratches .54% .00% -0.54%
Sprain .61% .00% -1.61%
Sprains, strain 15 26.79% 1 25.00% -1.79%
Strain 2 .57% .25% 2.68%
Symptoms .18% .00% -0.18%

Syno/tendonitis .18% .00% -0.18%

Systemic effect 1 86% 17% 1.31%
Trauma .18% .00% -0.18%
Unknown .36% .00% -0.36%

OQOOONOOWORFRPROOOODO0OO0OO0OUIOO0OO0ODO0ODO0ODO0ODO0ODO0OO0OORPROP,PODOOORPRPFPOOOORFRPROORPOWRPROOO WWOOOo
OO ONOOWNOODODOOORPROODODOOOFRPROOO0ODO0ODOORLRPAPOOOOFRPROODOOORFRPROOOORLRPFPOONWUIOODO
OO O PODOOOUIOOODOOONOODOOOONOODODOOONMOWMOOOONOODOOONOOOONNMNOORMOODOOOO

Upper respiratory 18% .00% -0.18%

Grand Total 560 100.00%

N
[ee)

100.00% 0.00%
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This comparison shows that the sample closely correlates to the population
regarding the nature of the claim. The nature classifications are used in CCSI’s
system for categorizing the claims it manages. We have highlighted the claim types
in which our sample deviated from the population by more than two (2%) percentage
points. For example, our sample included a slightly higher percentage of Beryllium,
bites & stings and inflammation. The sample included no claims categorized as
poison/chemical but 4% of our sample included the systemic effects category. In
combination, the sprains/strains and the strain category were close to the
population characteristics. Also important to note is that the sample closely
resembled the population for major categories such as asbestosis, carpal tunnel,
hearing loss and systemic effect.

Another way to assess how closely the sample resembles the population is to

compare the type of claim, such as time loss or medical only claims categories used
by CCSI in tracking its claims. The following chart presents this comparison:

Type of Claim Population Percentage Sample Percentage Variance

Death claim 4 0.71% 1 2.08% 1.37%
Medical only 263 46.97% 22 45.84% -1.13%
Permanent Partial 134 23.93% 13 27.08% 3.15%
Permanent Total 5 0.89% 0 0.00% -0.89%
Temporary Partial 3 0.54% 0 0.00% -0.54%
Temporary Total 151 26.96% 12 25.00% -1.96%
Total All Claims 560 100.00% 48 100.00% 0.00%

Once again, the sample closely resembles the population in terms of the types of
claims involved.

Criteria

Understanding the nature of the sample provides a context for the results. Also
important to understand are the criteria used to form opinions about how well the
claims were managed.

The criteria used to determine whether the system is operating properly are several-
fold. The first level of criteria is the rules and regulations related to self-insured
employers issued by Washington State. The second level of criteria is our
understanding of sound business practices and industry standards. The third level
of criteria is the policies and practices of CCSI in managing the DOE’s claims
administration system and the rules, regulations and policies related to workers’
compensation management issued by the DOE and its contractors. These criteria
levels are not mutually exclusive, as many of the DOE policies are reflected in the
CCSI policies, which in turn reflect L&I’s policies and sound business practices.

Overall ratings for individual file reviews is highly subjective, in that our opinion is
based not only on procedural matters, but is also based on the appearance of the
file, the nature of comments included therein, the nature and tone of interactions
and other indicators, all taken together as a whole. While our opinion is subjective,
it is based on a consistent set of measurement criteria. The following summarizes
our measurement criteria used to form our opinions.
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(1) Excellent: The file thoroughly documents that adjudication issues were
anticipated and adjudicated very early in the claim management process. The early
adjudication of the file provided early information to the claimant, the attending
physician and to the employer. Obtaining necessary information was proactively
managed with appropriate diary timeliness. Diagnostic tests, corrective treatments
and/or independent medical examinations (IME) were approved, scheduled and
obtained in a very timely manner, resulting in timely information provided to the
claimant, attending physician and to the employer. Outcomes were appropriate and
the claim was closed in the most efficient manner.

(2) Good: The file documents that adjudication issues were occasionally anticipated
and adjudicated at a fairly early time in the claim management process. Even
though the claim was administered in a reactive mode, the reactive times were fairly
prompt. This fairly early adjudication of the file provided information to the
claimant, the attending physician and to the employer in a reasonable length of
time. Obtaining necessary information was proactively managed, on occasion, with
acceptable diary timeliness. Diagnostic tests, corrective treatments and/or IMEs
were approved, scheduled and obtained in an acceptable time frame, resulting in
information provided to the claimant, attending physician and to the employer in an
acceptable manner. Outcomes were acceptable and the claims were closed in an
acceptable manner.

(3) Fair: The file documents that adjudication issues were handled reactively,
without anticipating issues, but were adjudicated within an acceptable time in the
claims management process. The adjudication of the file provided information to
the claimant, the attending physician and to the employer on a sporadic basis.
Obtaining necessary information was rare in proactive management, mostly reacting
to requests, and diary timeliness was sometimes delayed. Diagnostic tests,
corrective treatments and/or IMEs were approved on a sporadic basis, resulting in
information provided to the claimant, attending physician and to the employer on a
sporadic basis. Outcomes were sometimes acceptable, but other times they were
not. Claims were sometimes closed timely with a few errors but more often claims
were not closed in a timely manner.

(4) Poor: The file documents that adjudication issues were never anticipated and
the claim was not adjudicated within an acceptable time in the claims management
process. The adjudication of the claim did not provide information to the claimant,
the attending physician or to the employer within an acceptable manner. Obtaining
necessary information was not proactively managed, reactive times were slow, and
diary timeliness was delayed significantly. Diagnostic tests, corrective treatments
and/or IMEs were not approved timely, or at all, resulting in poor, if any, information
provided to the claimant, the attending physician or to the employer. Outcomes
were not acceptable and claims were not closed timely or properly.

The simple numerical mean (average) of these rating criteria is 2.5. Ratings below
2.5 (i.e., 1 - 2.4) indicate a better than average result, while ratings more than 2.5
(i.e., 2.6 - 4) indicate a worse than average rating. It is important to note that
certain claim files may have several excellent ratings and several poor ratings that
average out to normal in the overall ratings. The summary of results provided in
Appendix B also suffers from the effect of averaging. However, in most cases, the
general overall rating of a claim is indicative of each of its components. This makes
intuitive sense in that if a case is handled well, each of its components will reflect a
proper handling of the claim.
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Claim File Review Results

Overall Results
The distribution of the overall results using the criteria described above is
summarized in the following chart:

Number of Distribution of File Review Results
Files
25

20 +

15 +

Mean =2.43
10 -

0 1 1
Excellent Good Fair Poor
Overall File Review Ratings

The results indicate that the mean (average) of the assessments were slightly better
than the simple numerical mean of 2.5. The results also show that the sample
resembles a normal (bell-shaped curve) distribution. The curve is slightly skewed to
the left, which indicates that there are more files that received an excellent or good
assessment than the number of files that received a fair or poor assessment.

Because the sample was randomly selected and the sample size was determined to
be sufficient for a statistical conclusion, we can conclude, with a 90% confidence
level, that the 2004 population of claims were managed similarly to the sample
claims within a 5% precision threshold. However, it is important to note that this
conclusion cannot be made with regard to specific claim management attributes
because the sample for certain attributes was much less than required for a
statistically valid conclusion. The specific attributes and the number of claim files
reviewed for each are provided in Appendix B. Also included in Appendix B are
comments provided for each claim file that should assist in understanding the
overall assessment applied to each claim file.

We requested and received feedback from L&I’s self-insured audit section regarding
the information provided in Appendix B. In addition, we provided L&I’s Chemically
Related Illness (CRI) unit with more detailed assessment information for CRI-type
claims included in our file review. We asked CRI unit staff to review our assessments
in relation to the information they maintain regarding these same claims. Both of
these reviews provided an extra level of scrutiny of our assessments and rating
criteria.

We were interested in whether certain claim types or certain injuries/illnesses had
different assessment characteristics from the average provided above. As such, we
conducted analyses of our assessments and have provided the resulting information
in the following two charts.
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Variance

Summary of Averages For (Count): Best Worst Average From Mean
Arms, Shoulders and Upper Extremities (8) 1 4 2.50 -2.68%
Neck and Back Injuries (5) 2 4 2.80 -15.00%
Multiple Sprains/Strains (5) 1 4 2.40 1.43%
Asbestosis and Related Respiratory (5) 1 3 2.20 9.64%
Other Respiratory/ Radiation (3) 2 4 2.67 -9.52%
Beryllium (3) 2 3 2.33 4.17%
Hearing Loss (11 selections, 9 rated) 1 3 2.22 8.73%
Cancer (1) N/A N/A 3.00 -23.21%
All Other Types (7) 1 4 2.429 0.26%

This chart provides averages for major groupings of injury types and compares them
to the overall sample mean. The variance from mean presented in this chart is
based on the mean as 100%. This is important to understand, as what appears as a
large variance (e.g. 23%) is only the difference between a “fair” assessment of 3.0
and the mean of 2.435, which is slightly better than the simple numerical mean of
2.5 as previously discussed. In most cases, the claim was administered (on average)
similarly to all other cases reviewed, regardless of the nature of the injury. Notable
exceptions to this general conclusion are neck and back injuries and the one cancer
claim (which also happened to be a pension/death claim). We cross-referenced the
individual files included in the neck and back category to the claim status noting
these cases have a higher than average open/reopened status, which significantly
increases their complexity.

We researched the difference in the asbestosis and related respiratory category and
the other respiratory/radiation category of plus or minus 9.5%. We noted a higher
degree of involvement by the University of Washington’s former Hanford workers
monitoring program in the asbestosis and related respiratory category than in the
other category. This indicates that the UW program understands the nature of
medical evidence required to adjudicate the claim and such information is provided
in a timely manner.

The following chart provides a similar comparison regarding the type of claim.

Variance

Type of Claim Count % Average From Mean
Medical Only-Closed 21 43.75% 2.32 4.89%
Medical Only-Denied 12 25.00% 2.08 14.43%
Medical Only-Open/Reopened 6 12.50%  3.00 -23.21%
Medical & Time-Loss-Closed 2 417%  3.00 -23.21%
Pension/Death-Denied 1 2.08% 3.00 -23.21%
Time-Loss 6 12.50%  2.67 -9.52%

Total All Claims 48 100.00% 2.43

Once again, the variance from mean presented in this chart is based on the mean as
100%. As such, a 20% variance is only the difference between an average
assessment of 2.5 and a fair assessment of 3.0. Our research into the reasons for
these variances provided little additional information. Included in the medical only-
closed and medical only-denied categories are all of the hearing loss and beryllium
claims, which may have persuasive medical evidence, depending upon the specifics
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of the individual claim. Also, both of these categories are closed claims, which
increases the likelihood that they were closed within acceptable timeframes as
compared to open or reopened claims. Time-loss claims, as well as reopened
claims, add a level of complexity that is not present in medical only claims.

While the analysis indicates that the claim management process is better suited to
certain types of claims and certain types of injuries, the variances are not significant
and the variances that do exist are partially explained by a variety of factors. This
analysis, when considered in relation to the specific aspects of our claim file review,
discussed below, indicates a claim management process that is operating within
industry expectations.

General Conclusions About Claim Files

The purpose of the claim file review is to determine whether the claims are handled
in accordance with the industrial insurance laws and regulations, as well as to
determine the reliability, integrity and efficiency applied to adjudication of claims.
In addition, the claim file review is designed to identify opportunities for enhancing
communication with injured workers, timeliness of activities and decisions, clarity of
information provided to injured workers and overall worker satisfaction with the
process. As a result, many of our comments in this section of the report are focused
on enhancing timeliness, communication and worker satisfaction. In regard to the
portion of the review that addresses adherence to the industrial insurance laws and
regulations, the findings in this area demonstrate a high level of knowledge of these
particular rules and were adhered to on an acceptable level. However, we believe
that adherence to laws and regulations is not necessarily a major factor in whether
claims are adjudicated efficiently or communication is effective. Claims
management strategies and practices greatly influence both the outcomes and the
perceptions of the program participants.

With respect to CCSI’s claims adjudication process, CCSI demonstrated a high level
of understanding of what constitutes a well-managed program. The CCSI manual
substantiates this by the standards set forth therein. However, as in any operation,
there are improvements that could be made.

Adhering to the industrial insurance laws and regulations communicates to L&l that
claims are managed in a regulatory manner. The identification of resources and how
those resources are applied to claims is what affects the direct relationship between
the claims management firm and the injured worker and the work force of an
employer. We noted the following areas of concern indicating potential
improvements:

» Inconsistent 24-hour contact with the claimants.

» Delayed diary reviews causing delayed resolution of the claims, thereby causing
delayed or no communication with the claimants.

» Delayed requests for medical records, thereby causing delayed resolution of the
claim and delayed or no communication with the claimant.

Delayed resolution of claims may increase an employer’s liability.

However, in general, the claim files were maintained appropriately. The following
comments further explain this conclusion:

» Overall the claims were executed in accordance to CCSI’s in-house procedures.
The manual was an accurate reflection of best practices commonly used in the
industry.

MILLER & MILLER, P.S. 19



20

Washington State Department of Labor & Industries
Performance Review of Hanford’s Workers’ Compensation Program

» Files were in chronological order and neat, which made following the history of a
claim easy.

» Claims notes were consistently completed in regard to addressing
compensability, the explanation of the working process and the action plans.
Phone calls and receipt of medical records seemed to be recorded consistently.

» Supervisor review of new claims, setting reserves, review of letters, and closure
and denial requests establish good controls for initial handling of the claims and
the closure of the claim. However, a review every 30 days, in accordance with the
in-house manual, was not always present in the files.

» The requirement of supervisory and DOE review before changing or deleting a
claim note is a good control.

» Medical bills are sent to CCSI's central bill payment function in Dallas for
payment twice a week. There is good turnaround by the Dallas office. The
examiner usually reviews bills during the update of the file’s diary.

» Independent medical examinations (IME) were used sparingly, but appropriately.
CCSlI is required to obtain DOE’s authorization for IMEs as well as any other
allocated expense.

» Initial contact with employer/contractor is appropriate and follow-up is done in
most cases.

» There was no difference in the handling of Chemical-Related Iliness (CRI) claims,
including beryllium, from other claim types. Most of these claims were
investigated on a medical basis properly and most were allowed and managed
appropriately. Those claims that were requested for denial were sent to L&I’s
CRI Unit.

» Hearing loss claims pose a problem in general because they can require some
time to gather prior hearing tests, medical reports and current ratings. In most
cases, however, there was not a consistent gathering of information even though
most hearing loss claims were accepted.

» We noted that the reserve for a potential hearing loss was understated in several
cases. Also, some of the claims were not handled timely and the claimants were
not kept advised of the claim’s status.

Specific Aspects of Claim File Review

Appendix B provides a summary of the results of the claim file review. We utilized a
claim file review program composed of two sections. We review key attributes in the
first section provided on the left side of the summary in Appendix B. This review
focuses on whether certain attributes are applicable, and if so, whether the file
indicates compliance with the attribute. The second portion of the review provided
on the right side of the summary in Appendix B, focuses on ten aspects of claim
management. It is this section in which we apply the assessment criteria previously
discussed.

Also included in our claim file review program is specific information related to the
dates of certain activities, the nature and the current status of the claim. This
information is useful in determining how quickly certain claims initiation processes
were conducted. The Self Insurer Accident Report (SIF-2) was entered into the
computer system the day received in the office. The Examiner usually reviewed the
claim for initial handling and contact with the claimant 2-5 days later. This does not
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meet CCSI’s best practice standard of 24-hour contact with the claimant. This
standard has been developed not only by CCSI, but also by many self-insured
employers. This best practice standard of early contact with the claimant allows the
claim manager to provide information to, and gather information from, that person
at the very beginning of the process. This early contact also allows an opportunity
to ask and answer questions, to explain the process, and to provide advice and
assistance to the claimant to enable them to be a better program participant.

Key attributes included whether time-loss payments were accurate and timely,
whether medical bills were paid within the 60-day requirement, and whether denied
claims and reopened claims followed the self-insurance rules. The review of the key
attributes did not reflect a major problem in any section. However, we did note that
compliance with the statutory requirements for submitting a denial was inconsistent.
Appendix B contains more detailed information about the results of our review of
key attributes.

A fundamental objective of the industrial insurance program in Washington State is
to ensure that workers do not experience undue hardship resulting from a work-
related injury or illness. Inherent in this objective is that benefits should be paid to
only eligible participants with valid claims. Many of the program laws and
regulations involve documentation and timeframe requirements designed to strike a
balance between reducing hardship and determining claim validity.

Sound claims management business practices share this balanced objective with the
program laws and regulations. Regardless of how much any claim management
firm’s staff explains how a law or rule governs their claim management activities,
injured workers may not comprehend what is happening with their claim or why.
Laws and rules mean little to the claimant if their benefits are not paid, their
inquiries are not responded to in a timely manner or their claim does not progress
quickly. As such, the early and effective communication of the program
requirements, expected claims adjudication activities, time lines and a full
discussion of how the claimant can effectively engage in the process is crucial to
managing participants’ expectations and perceptions.

There are two attributes contained in our claim file review program and reported in
Appendix B that relate to management of claims and financial impacts on
employers.

The term “reserves” is used to describe the initial and ongoing assessment of the
total expected final cost of each claim. This process is used by insurance companies
as well as other entities that mange risks. It is important for these entities to
understand the amount that has, or will be, claimed against the organization’s
assets. We found that CCSI conducted its reserving procedures well. The claim notes
commented on the status of the reserves as well as documenting the pro-active
evaluation of future reserves.

The term “diary” is used to describe the initial and ongoing tracking of specific
information needs and decision timeframes for each claim. Some organizations use
a tickler file system wherein any date for an action item can be input, and the item
will be automatically shown on the claims adjuster’s daily work requirements screen
on that date. CCSI's diary system will create some “auto-generated” dates, but the
bulk of future review dates are manually entered. We noted a pattern that a
significant number of the claims were not diaried and reviewed every 30 days in
accordance with CCSI’s Manual, or the industry standard. Failure to meet the
requirement of a 30-day diary review means the claims adjudicator may have lost
some control of the claim. If control is lost, claim costs become more difficult to
manage.
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Effective uses of diary systems also have an impact on customer service. When there
is a lack of communication with the claimant either by letter, form or phone call on a
frequent and consistent basis, the claimant is left wondering abut the status of the
claim. Then when they do receive notices or letters, usually by mail, they are
surprised, don’t understand what is being communicated, and therefore, have a
negative reaction to the specific communication or the process as a whole. Poor
diary and communication control causes poor communication and increases the
likelihood of dissatisfaction with services.

Regarding the ten aspects of claims management the following comments are
provided.

1. Contact Control: Physicians/vendors were not contacted on an early, regular
basis. CCSI’s Manual does not advise to contact the physician at the initial
claims review. CCSI staff represented that the primary reason for this is because
the physicians in the community preferred no such contact. The Tri-Cities area
has relatively few medical providers in comparison to large metropolitan areas.
While it is important to maintain a positive working relationship with the local
medical providers, failure to make early contact did create delay in many of the
claims.

The claim notes did reflect incoming phone calls from claimants, physicians,
therapists, etc. However, there were not many outgoing calls made. It is
acceptable that a medical only claim would not require as much communication
with the claimant as a time-loss claim as long as the medical only claim is
handled in a timely manner.

2. Medical Control: There were action plans in each claim files. However, in many
cases medical reports were not requested early in the claim. The files often
reflected that the Examiner did not proactively pursue these necessary medical
reports. In a few cases (2-3 claims), the claimant was asked to contact the
physician asking them to send the records to CCSl. This means that activities,
which would speed the claim adjudication process, were suspended until such
time that the medical reports were received.

This issue is directly connected to the problems with the actual diary review,
previously discussed. If the claims are not reviewed timely, reports that have
been received can be available, without action, for a longer period of time than
appropriate, thereby delaying the claim’s progress to ultimate resolution. Timely
medical case management cannot be accomplished if the files are on a delayed
diary system.

We noted a pattern that indicates that the necessary medical information needed
was not consistently requested or anticipated timely. This increases the
possibility of a costlier claim and delays in adjudication. The claimant will
understandably view long periods without any communication or a final claims
action with no explanation as to the delay in adjudication, as inept management
or obstructionist behavior. While we believe that the diary and medical control
significantly influenced our assessments of certain claims, our overall
assessment of proactive versus reactive adjudication exactly matched our overall
claims assessment average of 2.43. As such, the comments in the section of our
analysis should be placed in the proper perspective that more claims were
handled well in this regard than the number of claims not handled well.

3. Return to Work: Very little exposure to this issue was present in our sample.
The exposure present was handled appropriately.
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4. Litigation: Very little exposure to this issue was present in our sample. Three
files noted litigation. One was handled well, one was adequately handled and
one was handled poorly. The sufficiency of the file for litigation purposes and
the support provided to legal counsel were the main criteria for our assessment
in this area.

5. Claim Closure: For the most part, the claims were closed timely and
administered properly. However, there were a few that weren’t handled well
because of the diary review system issues previously discussed. Poor or
untimely closure procedures also affect claimants’ perceptions of
responsiveness.

6. Supervision: CCSI has a procedure in place for a supervisor to review every
claim every 30 days. This procedure was either not accomplished or
documented in the majority of the claims.

7. Reserves: As noted above, CCSI managed its reserving procedures very well.

8. Client Relations: Procedures established between DOE and CCSI are
consistently followed.

9. Order and Notices: No significant issues were noted.

10. Overall Cost Effectiveness: If a claim was not handled on a timely or proactive
basis the cost effectiveness was challenged and rated below a “good”. However,
the overall average of 2.43 indicates that more claims were handled well than
claims that were not.

Review of Operating Reports and Statistics

CCSI provided several reports for the purpose of reviewing trends. The following
presents the total 2004 claims and the proportion of time-loss (TTD) to medical only
(MO) claims.

New Claims and Re-opened Claims filed in 2004 560

New TTD claims filed plus claims re-opened in 2004 165

New MO claims filed plus claims re-opened in 2004 395
TT1D MO

Ratio of TTD or MO claims to total new

and reopened claims 29% 71%

Closed Claims 433 Closed of 560 7%

We consider the industrial insurance management industry’s normal ratio to
approximate 25% of TTD claims and 75% of MO claims to total claims. This industry
benchmark has been developed over time within the insurance industry, similar to
the development of best practices encouraged by insurance brokers and claims
managers over the years. The above ratio for the 2004 Hanford workers’
compensation program approximates the industry average. Normally, new claims
are only those that are reported in a given year and do not include re-opened
claims. The DOE/CCSI statistics include re-opened claims. This difference makes
comparisons of ratios difficult. We use the DOE/CCSI classification scheme in many
of our analyses, as such, for consistency purposes, we did not pursue an analysis
eliminating the re-opened claims from the 2004 opened claim number used.

Percentage of all 2004 claims with denials to total claims
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111 denied claims of 560 new claims 20%

A 20% ratio of denied claims to opened claims is slightly more than our expectation
of 15-17%. We obtained the denial rate from L&I’s data for 2004 to use as a general
comparison and to support our expectation. The results are as follows:

Filed Denied* Ratio
State Fund Claims 139,076 16,893 12%
Self-Insured Claims 55,487 5,690 10%

*Based on the current status, which does not include claims originally denied which
were later accepted, nor does it include denied claims where the denial decision is
pending and could still potentially be overturned.

There are a few factors, which may explain this difference. These factors include the
existence of external programs that encourage the filing of certain claim types listed
below. One such program is the Former Hanford Workers Monitoring Program that
is documented in Appendix A. Another factor that may influence the denial rate is
that certain types of claims present challenges in documenting medical condition
and work causation. For example 12% of total claims were denied in four categories
as follows.

Denial Rate % to Total Opened Claims

Beryllium claims 1.25%
Asbestosis claims 2.68%
Chemical and Chemical Compounds 3.39%
Hearing Loss claims 5.00%

Percentage of Chemical-Related lliness (CRI) and Hearing Loss (HL) claims denied in
relation to total claims filed in 2004

41 CRI denied claims of 560 7%
28 HL denied claims of 560 5%

There were 119 CRI claims filed in 2004, which represents 26% of total claims. The
cause codes used for this analysis are Asbestosis, Beryllium and Chemicals and
Chemical Compounds.

Operational Considerations

An understanding of the operational environment that existed during 2004 is
important to provide a frame of reference or a context to our assessments
previously discussed. This understanding is also important in forming our
recommendations. Based on our discussions with CCSI, the following affected their
operations during 2004.

CCSI did not have a stable work force during 2004. The loss of one examiner
required the use of temporary help for a period of time. In addition, there were
extended personal leaves of the manager and senior examiner positions during
2004. This situation created a caseload of 180 to 200 per examiner, which is
considered an excessive caseload by industry standards. The industry standards
have been significantly influenced by a study done in the State of California
regarding workable caseloads. Eventually CCSI replaced the unfilled examiner
position and added a new examiner position.
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Excessive caseloads require increased supervisory review and oversight. The
combination of excessive caseloads with a temporary absence of sufficient
supervisors’ regular and consistent claims review can cause many difficulties. These
difficulties could include delayed diary reviews and the resulting lack of timeliness of
certain claim management activities. This situation can also create problems in
effective communication.

This set of circumstances helps to explain some workers’ perceptions that they were
shuffled between examiners and that frequent changes in CCSI's staffing were
frustrating to them.

Changes that occurred in 2005 and 2006

CCSI informed us that they are responding to the operational constraints
experienced during 2004. The following actions were discussed.

» CCSl achieved stable and sufficient staffing levels.

» A procedure was established in late 2005 that requires the examiners to call the
claimant on every diary review.

» All phone calls are recorded. A procedure to analyze those calls is currently
being established and will be finalized by April. The recorded calls will be
reviewed by CCSI’s Quality Control function.

» Examiner staff is scheduled to, or they are taking, the Washington Workers’
Compensation Professional training, as well as the Washington Self-Insurers
Association training.

» All employees will be attending a communication seminar.

» The Senior Claims Examiner was promoted to Claims Supervisor in September
2005 with the intent of increasing the oversight of claims on a regular basis.

» From the staffing issues experienced in 2004, CCSI determined a need for cross
training of all examiners to cover all types of claims. Consequently, in 2005, the
manager began assigning all types of claims to all examiners, based on the
individual’s caseload in an attempt to keep the caseloads even between
examiners.

As noted in the Recommendations Section of this report, we believe these actions
should have a positive effect on CCSI’s claims management procedures.

Summary Conclusions from Claim File Review

The results and statistics discussed in this section reflect a claims operation that
meets industry standards. However, we believe there is substantial room for
improvement in more frequent and effective communication with injured workers
and better management of the timeliness of claim progress to final resolution.

Interview Results

Appendix C provides a summary of the substantial amount of information obtained
from the interview process. We have segregated the comments provided in
Appendix C between the randomly selected group and the self-selected or volunteer
group. The interview process was designed to focus on individual components of
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the overall workers’ compensation program. Individual components include the DOE
contractors’ workers compensation representatives or other involved employer
representatives (e.g. safety or management functions), initial medical providers such
as Advanced Med Hanford (or its predecessor, Hanford Environmental Health
Foundation), the medical provider community, CCSI, independent medical
examination providers, EEOICP/DOL, and L&l. In total, we interviewed 61
individuals.

In connection with the claim file review, we randomly selected 48 files to be
reviewed and scheduled interviews with the individuals related to those claims. We
interviewed 36 randomly selected individuals who had filed a claim during the year
ended December 31, 2004. As previously discussed, there were 12 individuals who
did not participate in the interview process for a variety of reasons. Some
individuals did not respond to all of the questions, also for various reasons. Of the
36 randomly selected individuals interviewed, 32 provided numerical ranking of
their satisfaction with various program components.

We also interviewed 25 individuals who had volunteered to provide their impressions
of the process. We received the names of these individuals from three sources: L&l,
HAMTC (a union organization for workers at Hanford) and DOE. Included in the
volunteer group, were a few individuals who contacted us directly.

Groups Interviewed And Their Expressed Level Of Satisfaction

Comparisons of satisfaction ratings between the random and the self-selected
group are as follows (scale of 1 to 10: 10 being the best possible response and 1
being the worst possible response):

Self
Satisfaction Rating Component Random  Selected
1. The case management of your worker's compensation claim 6.06 1.89
2. Your health care treatment 8.03 7.39
3. Your workplace accommodations 8.30 5.09
4. The processing of your worker's compensation claim 6.97 2.61
5. The assistance provided by your company (contractor or subcontractor) 6.96 4.00
6. Help in resolving disagreements related to your claim by L&l or others 5.88 4.90
Was this the first time you ever filed a claim? Yes reported 21 out of 31 2 out of 23

There are two areas of consistency between the two groups. The respondents’ level
of satisfaction with their healthcare treatment and L&I’s help in resolving
disagreements are relatively consistent between the two groups. The assistance
provided by the company and workplace accommodations varied by about three
grading points. The assessment of case management and claims processing
activities varied by about 4 grading points.

We expect that most readers of this report assume that the reason workers asked to
be included in the interviews is because they experienced difficulty with the process.
In addition to that important consideration, are two other factors that we consider
significant. Unlike the random group, the self-selected group may have had claims
process experience from several years before 2004 or may have had recent (i.e.,
2005) experience. The other major factor is that almost the entire self-selected
group had prior workers’ compensation claims experience. As in all questions,
there were some respondents who did not answer this question. This explains why
the count reflected in the chart above is 31 for the random group and 23 for the
self-selected group.
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These two groups have some similarities. Both groups included a mix of current,
former and retired workers. Both groups had experience working for various
contractors in various locations at the Hanford site. All individuals had direct
experience in the process from filing claims, and both groups, taken as a whole,
could comment on the major process components.

Correlation to File Review

We were interested in understanding the correlation between the satisfaction ratings
provided above and the results of the file review on an individual basis. We were
also interested to understand how the randomly selected individuals, who did not
participate in an interview, might have affected the results. Since we had
accumulated information for each randomly selected claim, we were able to use this
information to enhance our understanding.

Since the file review assessment focused on CCSI’'s process, a correlation of
interview satisfaction with the file review is only relevant to the case management
and claim processing questions above. In order to address the different rating
schemes between the file review (1, excellent to 4, poor) and the interviews (10 is
the best rating to 1, the worst rating), we converted the interview ratings to a 1-4
system. We compared the results for each file for questions 1 and 4 above to the
overall claim file review assessment. The results are summarized in the following

Variance

Category of Comparison (negative numbers indicate that the claimants'

perceptions are worse than our assessment of the file.)
Consistency Between Claimant Perceptions and File

Case

Claims

Management Processing Count

Documentation 0.040 0.122 10
File Documentation is Better than Claimant's Perception of

the Process (1.900) (1.300) 4
Claimant's Perception of the Process is Better than File

Documentation 1.429 1.725 17
Claims Where Case Management was Worse and Claims

Processing was Better than Perceptions (0.500) 1.100 1
Average Converted Interview Ratings-All Files 2.1 1.7 32
Total all Files Related to Interviews 2.6 2.6 32

chart.

This analysis indicates that one-third of claimants’ perceptions of their level of
satisfaction with the case management and claim processing functions were
essentially the same as our assessment of the claim file documentation. One half of
claimants’ perceptions were more positive than our assessment of the claim file. In
four cases (12.5%), we assessed the file documentation as excellent or good, when
the claimant perceived these functions from fair to poor. While not a high
correlation, there is correlation between the file documentation and the workers’
perceptions. In Appendix C, the random group interview comments related to CCSI
are segregated from other process components. There are many positive as well as
negative comments made. However, the number of comments that there was little
or no contact with CCSI is interesting and highlights a difference between the two
sources of information. While a lack of contact would be one negative factor in our
assessment of the files, it may be that the injured worker views this positively. The
result provided in the above analysis, highlights that activities designed for
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compliance with regulations are likely less important to injured workers than
activities designed for customer service objectives.

Also noted in the chart above is that the files for which interviews were conducted
averaged a 2.6 assessment when the average for all files were 2.435. This suggests
to us that the files related to the people that did not participate were generally, if
only slightly, better than the entire sample. In order to determine what affect the
“non-interviews” have on our analysis, we conducted an analysis of just those files
as is presented in the following chart.

Total Sample

Type of Claim Count % Average % Average

Medical Only-Closed 6  50.00% 2.25 43.75% 2.32
Medical Only-Denied 1 8.33% 1.00 25.00% 2.08
Medical Only-Open/Reopened 2 16.67% 250 12.50% 3.00
Medical & Time-Loss-Closed 0 0.00% N/A 4.17% 3.00
Pension/Death-Denied 1 8.33% 3.00 2.08% 3.00
Time-Loss 2 16.67% 2.00 12.50% 2.67
Total All Claims 12 100.00% 2.20 100.00% 2.43

Except for the one death claim, all assessments of file reviews for those who did not
participate in interviews were better than the total sample. Also notable is that the
percentage of denied claims were much less than the sample. Regarding the type of
injury for those who did not participate the following is provided.

Sample
Summary of Averages For (Count): Count % Average Average
Arms, Sholders and Upper Extremities (8) 2 16.67% 1.50 2.50
Neck and Back Injuries (5) 1 8.33% 2.00 2.80
Multiple Sprains/Strains (5) 2.40
Asbestosis and Related Respiratory (5) 2 16.67% 2.00 2.20
Other Respiratory/ Radiation (3) 2.67
Beryllium (3) 2.33
Hearing Loss (11 selections, 9 rated) 3 25.00% 3.00 2.22
Cancer (1) 1 8.33% 3.00 3.00
All Other Types (7) 3  25.00% 2.33 2.43

Except for one hearing loss assessment (two hearing loss claims were not rated) the
assessments were better for these files than for the sample average.

Worker Perceptions of the Claims Process

We listed recommendations that workers had to offer as the first part of Appendix C
because their recommendations focus on their major concerns. Most
recommendations from the random group involved enhancing communication or the
working relationship with CCSI. The second major topic was medical issues such as
understanding work hazards and related medical treatment capacity and employers
involvement in both the safety aspect as well as the claim aspect.

The major topics from self-selected recommendations can also be categorized into
communications and medical issues but the focus is different in that there are more
comments regarding timeliness of communication and processing. Also the self-
selected group has several recommendations related to the organization of the

MILLER & MILLER, P.S.



Washington State Department of Labor & Industries
Performance Review of Hanford’s Workers’ Compensation Program

workers’ compensation program that are comments rather than recommendations.
Essentially these comments focused on replacing CCSI or reverting to L&I's state
fund. There were a few comments about DOE in relation to workers’ safety
concerns.

The worker satisfaction ratings with various components previously provided
indicate a sharp contrast between the random group and the self-selected group,
especially regarding their employers and CCSI activities. As discussed in Appendix C,
how well each step in the process was handled by the applicable organization or
individual affects the injured worker’s perception of how well the process worked for
them. For example, in some cases all points in the process worked well. In these
cases the injury or illness was taken seriously by the immediate supervisor, the
initial medical treatment was provided timely and was effective, the employer
representative was positively involved and helpful, ongoing medical treatment was
helpful, the claim was processed timely, the time loss or medical bills were paid
promptly, the independent medical examination was professional and helpful, the
claim was closed appropriately and the injured worker was treated well in all aspects
of the process. Unfortunately, in other cases very few of these process components
worked well. When many components fail for any individual claim, the injured
worker’s perception of the process is understandably poor.

Based on our interviews, we believe this discussion of component success or failure
is the reason for the sharp contrast between the random group and the self-selected
group. In addition, when the workers perceive that many components have failed,
they tend to rationalize the events in a more “conspiratorial” framework. We believe
that this framework used to judge their specific cases tends to reduce the
satisfaction level of all components. This belief exists in a significant portion of the
self-selected group and is evident in their comments. While this belief is present in
all of the component comments from this group, it is most clearly evident in the
discussion of independent medical examinations provided in Appendix C.

We did not find this phenomenon at work with the random group. The range of
satisfaction ratings, as well as their comments, was more closely grouped around a
better than average satisfaction level. This indicates that even though the random
group had satisfaction issues with various components, those issues did not appear
to affect their ratings of other components.

We observed a significant difference in both the random selection and the self-
selected group of interviewees between current (and, therefore, younger) workers
and retired (and, therefore, older workers) in terms of support systems available to
them. While certain DOE contractors manage retirement programs for former
workers, these workers were generally unaware of support that they might receive
from current contractors. In some cases, these individuals worked for employers no
longer present at Hanford, and they did not know that current contractors may have
assumed responsibility for them. In addition, many retired individuals were also
involved in the EEOICP program and experienced significant confusion about how
the various programs interact. In a few cases, these individuals were very elderly,
frail and confused. In contrast, current workers have a union support system and
employers with personnel known to them, that manage a variety of benefit programs
that can be coordinated. While all participants in the current program would benefit
from additional assistance and more effective communication, we believe the needs
of the retired and elderly portion of the population in this area are much more
pronounced.

We analyzed the satisfaction rating from the random group between claim types.
Specifically, we were interested in assessing the affect of denied claims in the
satisfaction ratings. While denied claims did reduce satisfaction levels by about one
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rating point out of a scale of 10 (10 is best and 1 is worst) in comparison to medical
only closed or closed time-loss, it was about the same as open medical only claims.
As such, the fact that a claim was denied does not appear to be a significant
indicator of satisfaction ratings.

This result is consistent with customer satisfaction studies conducted for L&l
regarding its state fund program. L&I provided us with the results of their survey,
noting the following concepts that we believe apply to our interview results.

» Both medical only and time loss workers’ satisfaction directly related to whether
they felt that the claim decision was fair, and that everything went smoothly for
them. Other drivers behind the satisfaction level for medical only workers were
the ease of getting their claim accepted and bills paid. Similarly, time loss
workers’ satisfaction with the process was high when it was easy to get
payments started and payments continued on time for as long as needed.

» A positive perception of claim services overall is directly related to timeliness of
the process and timeliness of returning calls, as well as related perceptions that
the claims manager cares about the worker (encourages questions, answers
questions, protects work interests, is easy to reach and handles claims in a
timely way).

The collections of comments in Appendix C illustrate these concepts. Comments
were positive when the result was fair, the process went smoothly, bills or benefits
were paid timely, phone calls were returned promptly and the claims examiner was
helpful. Negative comments centered around unfair results, long processing times,
lack of or poor communication, bills and benefits not paid timely and a perception
that the claims examiner did not care, and was therefore, unhelpful.

Worker Perceptions of Other Matters
Our interview participants also provided comments about other aspects of the
claims process.

EEOCIP and the US Department of Labor

Individuals involved in the EEOICP program generally appreciated the Resource
Center staff because they helped them work through the paperwork and treated
them well. However, after this initial part of the process, the comments are
generally not favorable due to lack of communication, lack of progress on their
claim for long periods of time and unsatisfactory communication with claims
adjusters. Individuals who had direct experience with the EEOICP program raised
many of the same issues reported in the 2005 First Annual Report to Congress
issued by the Office of the Ombudsman, Energy Employees Occupational Iliness
Compensation Program, Part E. We obtained this report after we had conducted the
interviews and compared our results with the findings contained in that report. The
following topics extracted from this report are consistent with what we heard in our
interviews:

» Workers experience frustration at the lack of records concerning the covered
employee’s exposure to toxic substances because records were not maintained
at the time of exposure, were lost or destroyed. Claimants feel that their burden
of producing pertinent exposure and medical records is an insurmountable one.

» Part B claimants often do not discern a difference between Parts B and E, finding
the two programs to be indistinguishable. Claimants have expressed their
concern about not being sure whether they have filed a Part B and/or a Part E

MILLER & MILLER, P.S.



Washington State Department of Labor & Industries
Performance Review of Hanford’s Workers’ Compensation Program

claim; this confusion is sometimes due to unclear communication from the
District Offices.

» Claimants who originally filed with the Department of Energy under Part D are
frustrated at the years that have gone by without their claim being adjudicated.
Many of the claimants are elderly; some are dying. This has resulted in the
perception among claimants that the agency is delaying the payment of benefits
in an effort to wait for them to die.

» Calls to their Claims Examiners are not always being returned. When calls are
returned, it is often by a different Claims Examiner, who has no in-depth
familiarity with the file and is unable to provide current information.

» Claimants are encountering great difficulty in finding qualified physicians to
perform medical impairment ratings. Likewise, claimants use personal physicians
who are unwilling to accept the Medical Benefits Card.

» During its first year of administration of Part E, the Program Agency has focused
on paying clear-cut claims. The means used to accomplish this objective was to
pay claims for which neither a Wage Loss calculation nor a Medical Impairment
rating was required. Since these were the two components that comprised Part E
compensation awards to living employees, this meant that no living employees
would be paid in the first instance.

Washington State Department of Labor and Industries

L&l received mixed comments ranging from being very helpful and responsive to
being unresponsive and limited in their ability to help. L&l received good comments
when they corrected a situation that the injured worker perceived to be unfair, and
then the process began to work more smoothly. L&l received poor comments when
the worker perceived that L&l works too closely with CCSI, and therefore, doesn’t
provide an adequate challenge to CCSI conclusions.

University of Washington’s Former Hanford Workers Monitoring Program

The UW Former Hanford Workers Monitoring Program was mentioned several times.
This program also received mixed reviews. In cases where the UW essentially
managed the claim process, the results of diagnostic tests showed some issues, and
those issues could be related to work, the individuals had positive perceptions.
However, there are a few cases when the diagnosis was uncertain or causation to
work was not determinable. The individuals in these situations were not pleased
with the program. In essence, these workers felt that it was not worth going
through the process just to confirm that there was nothing wrong.

Other

The self-selected group indicated a potential issue regarding the local medical
community’s unwillingness to accept L&l (CCSI) claims, which they attributed to poor
medical provider relations or poor payment management. Since this potential issue
could be important to this project, we contacted all nine providers listed in the local
Yellow Pages under an “Occupational Health” category and explained the purpose of
our inquiry. All nine providers responded that they do not refuse L&l or CCSI claims
(referred to as claims from Hanford). Some indicated that they require a primary
care physician’s referral, and others stated that they would only take new cases that
fit with their area of practice. One respondent indicated that many family physicians
would not accept new claims, not because of program issues, but because the
nature of certain conditions falls outside of their area of expertise.
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This issue appears to be connected to the EEIOCP program issue, regarding
sufficiency of medical providers previously discussed, since several self-selected
interviewees also had EEOICP involvement.

Based upon these responses, the management of the program does not appear to
reduce medical care available to workers, and therefore, no further investigation was
considered necessary.

Summary Conclusions from Interviews

Once again, the interview process is designed to elicit perceptions and identify
issues and trends in the Hanford workers’ compensation program. While the results
of the randomly selected group are more representative of the population of claims,
the perceptions of the self-selected group are equally valid, even if they are less
representative. Both groups highlight a need for improved communication of the
process, in general, and, specifically, more frequent contact regarding the status of
their claim. In addition, these interviews indicate that more timely progress of the
claim is expected from the workers.

Documentation of Current Process

In addition to claim file review and interview activities, this project required
documenting the current status of the workers’ compensation system at Hanford.
This objective was accomplished with the use of flowcharts and narrative
descriptions of the current process that is provided in Appendix A. The functional
organization structure provided at page A-2 captures the major participants in the
process, but not all participants. There are many different entities involved in the
workers’ compensation system that affects some or all injured workers, and these
entities are all involved in various activities.

The process documentation provided in Appendix A is designed for L&I’s use, to
help it understand how the various entities and processes fit into the overall system.
As such, it is not designed to be documentation of a detailed step-by step process,
rather a general picture of the main processing components.

Some of the information used to develop the process descriptions in Appendix A
was obtained from the file review and interview activities. However, most of the
information was obtained from brief interviews with representatives of various
entities and a limited review of documents. All individuals who provided information
in interviews were provided initial flowcharts and narratives to challenge the
accuracy of the information. However, we did not receive feedback from some
sources. As such, there are likely to be some errors in the process documentation,
but we expect that such errors are of a detailed nature and would not significantly
influence the overall picture presented.

The following organizations provided us with the information used in Appendix A.

» Five DOE contractor representatives identified as primary points of contacts for
workers’ compensation. This group did not include all DOE contractors. This
group provided the portion of the process related to their claims management
practices.

» Advanced Med-Hanford regarding its injured worker intake process.
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» CCSI management regarding its initial and ongoing claims management
processes.

» The Hanford office of the Energy Employees Compensation Resource Center,
regarding EEOICP.

» The US Department of Labor, Seattle District Office regarding EEOICP.
» The University of Washington Former Hanford Workers’ Monitoring Program.

In addition to these sources, DOE and L&l answered questions related to the processes.
L&l also provided relevant forms and background information for our use in developing
the process descriptions.

From a process improvement perspective, the number of interdependent process
connections (information flow that depends on others) is excessive for an efficient
operation. However, this is a reality of the Hanford site. Reducing the number of such
connections is not advised, in this particular situation, because the information by each
connecting organization is necessary for proper claims management and is not
redundant. Given that myriad processing connections and interdependencies is
required under the current operating environment, improvement strategies are best
focused on enhancing the effectiveness of the interdependent information flows as
opposed to reducing the number of interdependent process connections. As a result of
this assessment, the recommendations provided in this report are focused on improving
the effectiveness of communication and not on streamlining processes.
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Washington State Department of Labor & Industries
Performance Review of Hanford’s Workers’ Compensation Program

Appendix D: Scope and Methodology

Introduction

L&l has generally established the scope of this performance review project in our
contract. In consultation with L&l project management, we have made
refinements to the scope of work as the project progressed. This Appendix D
describes the project requirements, objectives, limitations on the scope of work
and the work that was conducted.

Background

Workers at the Hanford Nuclear Reservation site have expressed concern to the
Department of Energy (DOE) that claims for workplace injuries are taking too long
to process. Workers complained of having to hire attorneys to attempt to get
some medical claims paid. Other claims, they alleged, were languishing for more
than a year before being paid. DOE committed to a review of the third party
administrator, Contract Claims Service, Inc. (CCSI) that handles their workers’
compensation claims. At issue is whether CCSI is processing the claims as
required by state law and doing so promptly while treating employees with
courtesy. In order to conduct the review with objectivity and ensure the results
and recommendations are fully credible to the employees, DOE requested that L&l
manage the review process. The agencies have determined that hiring an
independent vendor to coordinate the review would be beneficial and increase the
credibility of the review.

Scope and Project Objectives

L&l issued a Request for Qualifications and Quotations (RFQQ) dated November
15, 2005. This RFQQ stated the project purpose as follows:

“...conducting a performance review and analysis of the Department of Energy’s
(DOE) process for adjudicating workers’ compensation claims at the Hanford
Nuclear Reservation.

The services include the following:

» Review the reliability, integrity and the efficiency with which resources are
employed for adjudicating workers’ compensation claims;

» Conduct and analyze interviews with Hanford workers who have filed
workplace injury and illness claims;

» ldentify possible problem areas and provide suggestions for improvement.”

The scope of this project includes all workers’ compensation processes at
Hanford necessary to provide the following as is required by our contract.

“A clear explanation of the current status of the workers’ compensation
system at Hanford, including claims process flow charts for a range of
claims types and their overlapping and complementary jurisdictions - i.e.,
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DOE and its third party administrator; L&I; and, via a separate program (the
Energy Employees Occupational lllness and Compensation Program), the
federal Department of Labor.”

As such, we will consider all processes and entities involving the administration of
injured workers’ compensation at Hanford to be included in the scope of work.
However, for selected project tasks we will use a more narrow scope of our
review. The random selection of employees that we will interview and the claim
files we will review is limited to only those new claims processed by CCSI during
the year ended December 31, 2004.

The project requires the independent contractor to address and include the
following in its final report:

» Overview of the methods used.

» A clear explanation of the current status of the workers’ compensation system
at Hanford, as discussed above.

» An assessment of whether DOE is meeting the standards for injured worker
protection under the laws, regulations and policies governing DOE’s role as a
self-insured Washington employer,

» An analysis and suggestions for areas of best practice and process
improvement that could enhance clarity, communication, timeliness and
injured worker satisfaction,

» Summary of findings and recommendations,
Project Methodology

The information necessary to provide the required information and analysis was
obtained through interviews of workers, who have filed claims during the year
ended December 31, 2004, other self-selected workers and a review of the CCSI’s
claim files. We interviewed CCSI, DOE and their contractors, and DOL staff who
are directly involved in the various processes to enable us to provide a clear
explanation of the current status of the workers’ compensation system at
Hanford. We also interviewed other entities involved in the process such as the
EEOICP resource center and the US Department of Labor and the University of
Washington’s Former Hanford Workers Monitoring Program. We documented the
current system using flowcharts with additional narrative explanations in
Appendix A.

We used the standard sample size formula for determining the required sample
for employee interviews and claim file reviews. To the greatest extent possible
we used the same sample for both interviews and claim file reviews. However,
the file review procedure did not accompany the self-selected interviews because
the interview was not a result of the random selection. This situation involved
dates of injuries that are outside of the scope of our work established by L&I. In
addition, some workers who have subsequently left employment and current
workers that were randomly selected for a claim file review did not participate in
an interview for a variety of reasons.

We selected an initial random sample of 65 claim files, which is in excess of our
minimum requirement of 48 to manage possible testing results that might
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adversely affect our ability to provide statistical conclusions. Our methodology
regarding the sample selection is more fully described in this Appendix.

Significance and Users’ Needs

This program directly affects persons needing vocational rehabilitation due to
workplace injuries, injured employees, and dependents/other
participants/beneficiaries in this program. This program also impact groups such
as employers and labor organizations.

While all groups have varying degrees of interest in the results of this project, we
believe the primary user of the information, analysis and conclusions developed
in this project is L& management. L&I’s perspective is one of an oversight
regulator to determine whether DOE is meeting its requirements as a self-insured
employer under the applicable laws, regulations and policies.

This project focuses on how well DOE and its third party administrator CCSI is
managing the workers’ compensation system at the Hanford Nuclear Reservation.
As such, the DOE and CCSI are significant users of the results of this project. The
DOE and CCSI perspective is one of program administration. Their needs are
more management and process related. They should obtain more specific
information about the results of the project, that the results are factually correct
and properly described, and that the recommendations are feasible to implement.

There are other groups, such as labor organizations and advocacy groups that
have an interest in the results of this project. Their perspective is one of
addressing employee issues encountered from their participation in the workers’
compensation system.

Results are presented to inform L&l decision-makers as well as providing
recommendations to those responsible for managing the program. The results
should also be useful to allow advocacy groups to understand the context within
which individual issues can be considered.

Understanding the Programs

We held preliminary meetings with representatives from L&I and discussions with
DOE and stakeholder groups to obtain an initial understanding of the programs
and issues that we may wish to consider in the scope of this review. In addition
to the preliminary interviews, we obtained certain (but not all) relevant statutory
requirements.

We obtained an initial indication of the volume of new claims filed during 2004.
This information allowed us to do research on the appropriate sampling plan and
sample size determination. The results of this research and related judgments
are more fully discussed in a later section of this Appendix.

Criteria

The criteria for randomly selecting employees for interviews and claim files is
directly related to the time period of the year ended December 31, 2004 selected
by L&I. Any new claim during this time period had an equal chance of being
selected for review. In addition, we allowed for interviews of self-selected
employees, who expressed a desire to be interviewed. However, we did not
extend the file review procedures to these employees.
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The criteria used to determine whether the system is operating properly are
several-fold. The first level of criteria is the rules and regulations related to self-
insured employers issued by Washington State. The second level of criteria is our
understanding of sound business practices and industry standards. The third
level of criteria is the policies and practices of CCSI in managing the DOE’s claims
administration system and the rules, regulations and policies related to workers’
compensation management issued by the DOE and its contractors. These criteria
levels are not mutually exclusive, as many of the DOE policies are reflected in the
CCsSl policies, which in turn reflect L&I’s policies and sound business practices.

Details of Interview and File Review Tasks

Since a major portion of our effort was devoted to interviewing injured workers
and review of the CCSI claim files, we have provided additional detail as to how
we approached these tasks. A key planning decision is the size of the sample of
employees to be interviewed and claim files to be reviewed. The requirement
contained in our contract is as follows: “The contractor shall establish a
statistically significant random number of employee interviews to be conducted in
order to achieve at least a 90% confidence level.” The Request for Qualification
and Quotations, including amendments suggested that a sample size of 60 would
be sufficient at a 95% confidence level (please note that the suggestion of 60
sample items uses a confidence level in excess of the required 90% level).

To determine the appropriate sample size we used the following commonly used
formula.

Sample Size = n / [1 + (n/population)]
In whichn=2z*Z [P (1-P)/(D*D)]

P = True proportion of factor in the population, or the expected frequency value
D = Maximum difference between the sample mean and the population mean,
or expected frequency value minus the worst acceptable value
Z = Area under normal curve corresponding to the desired confidence level

In order to use this formula, certain information (such as size of population) and
judgments (such as expected rate of compliance) are required. We obtained the
population of new claims filed during the year ended December 31, 2004 (see
discussion of time period below) from DOE.

While we used the same random selection for employee interviews and the claim
file reviews, the purpose of these activities are different and such difference
needs to be understood and addressed in the sampling plan. The employee
interviews are “discovery” in nature, whereby open-ended questions explore the
employees’ perceptions of the process in addition to specific incidents. In this
situation a judgment about the expected frequency of a certain type of comment
cannot be prejudged. This is in contrast to a file review whereby compliance with
quality assurance procedures is normally expected to be high. This judgment
affects the value to be placed for “P” in the formula above. Similarly, the amount
for “D” would need to anticipate a large precision level for interviews and a more
precise sample for claim file reviews. To address this issue of the different nature
of the sampling objectives, and therefore, the need for a certain sample size, we
used the case that calls for the largest sample size.

We used the following information and judgments for a claim file selection in
applying the formula.
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P=95% (this is the expected compliance with the attributes, discussed in a
separate section below, in the population).

D=5% (we have determined that the “tolerable rate of error” is 10%, therefore the
“precision” is the difference between the 95% expected compliance rate and the
90% tolerable error).

Z=1.645 (this corresponds to the 90% confidence level)
Population = 560 (provided by DOE officials)
The result of calculating for “n” is:

n= 1.645 x 1.645 [(.95 x 1-.95) / (.05 x.05)]
n= 1.645 x 1.645 [.0475 / .0025]

n= 1.645 x 1.645 [19]

n= 1.645 x 31.255

n=51.41

Solving for sample size (S) is:

S=51.41/ [1+ (51.41/ 560)]
$=51.41/ 1.0913
S= 47.09 or 48

In summary, a sample size of 48 provides for a statement that we are 90%
confident that the compliance rate of the population is between 90% and 100%
(precision level of 5% around the expected compliance rate of 95%).

Using this formula in the context of employee interviews assuming that 80% of
interviewed employees will not express problems with a tolerable acceptance rate
of 70%, yields a sample size of 41.

There are a few issues with using sampling techniques in this project that are
important to note. As is indicated in the section below regarding the attributes
for the file review, most attributes did not apply to every claim. The actual tested
sample for any specific attribute fell below 48 for most attributes. As such, the
evaluation of the results does not provide the same statistical statement.
Likewise, the compliance rate of the sample for many attributes fell significantly
below the expressed tolerable rate, and therefore, a meaningful “achieved upper
precision limit” was not obtained. These situations did not prohibit us from
forming conclusions about the performance of the claims administration process,
but they prohibited a meaningful statistical statement within a useful precision
level.

It is important to note that the project is designed to “assist L&l in its review of
the workers’ compensation claims process currently used by the Department of
Energy (DOE).” This is an important distinction because L&l has determined the
time period for the claim file review. Due to the time lag for reporting and
administering claims, L&l believes using the calendar year 2004 provides the
most complete claim files and yet are relatively current to address the current
processing environment. We contacted CCSI to determine the numerical
sequencing of their claims for purposes of running a random sample as required
for this project. They use a system generated claim identification number to
track claims in their system. Using the beginning and ending numbers of these
forms used during 2004, we were able to determine the population of claims for
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the year. Using the random number generator function in Excel, we applied the
random numbers to the claim number population for the claims selected, and
therefore, the workers subject to the interview process. The claim numbers
selected were provided to CCSI (through DOE) so that they could provide DOE and
us with the employee names for DOE’s scheduling and our interview purposes.

We obtained summary level information regarding the relative percentages of the
major categories of claims (e.g. time loss, medical only, etc.) for the year ended
December 31, 2004. We also prepared this same information for the sample
selected. We compared the two sets of summary total percentages to determine
how closely the sample represents the population. Our analysis is provided in our
report. Based upon this analysis, the sample selected appears to be
representative of the population.

Interviews

We obtained an initial series of interview questions from L&l. We understand that
DOE staff developed these initial questions. We proposed several modifications to
the initial interview form and received L&I’s approval prior to conducting the
interviews.

We protected the confidentiality of individual comments. We initially documented
our notes from the interviews manually on the interview form and additional
hand-written note pages. We summarized these notes in a Word document. We
summarized the interview comments in such a way so as to not allow any specific
comment to be attributed to any specific individual. We categorized the nature of
the comments along logical process component categories. The summary
comments categorized by nature were provided to all interview participants so
that we can determine whether the summary provides an indication or conclusion
that is consistent with individual comments. This also provides a quality control
procedure to assure that our notes are reasonably accurate in relation to the
information that the participant wished to provide.

Claim File Review

Claim files were provided by CCSI in hard copy form. All required information
was contained in these hard copy files, and therefore, access to the CCSI claims
administration system was not necessary. We developed an attribute-testing
document that was used for the claim file review. The listing of attributes and the
file review results are provided in Appendix B.

During the course of the claim file reviews we accumulated the results for each
applicable file review attribute on an Excel spreadsheet. This was used to track
and report progress of the project and was used to include the summary results
in our final report.

To the extent we required clarification or assistance regarding the self-insurance
rules and regulations, we requested assistance from the Self Insurance Program
Compliance staff assigned to this project. For all claims involving chemically
related illness claims, we received assistance regarding the review the file with the
CRI Unit staff assigned to this project.
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Process Documentation and Analysis

One of the several aspects of the written analysis and final report as contained in
our contract is to provide “A clear explanation of the current status of the
workers’ compensation system at Hanford, including claims process flow charts
for a range of claims types and their overlapping and complementary jurisdictions
—i.e., DOE and its third party administrator; L&I; and, via a separate program (the
Energy Employees Occupational lllness and Compensation Program), the federal
Department of Labor.”

While certain information necessary to produce this explanation, including claims
process flowcharts was obtained through the worker interview and claim files
reviews, the bulk of this information was obtained from interviews with CCSI, DOE
and their contractors, and L&l staff who are directly involved in the various
processes. We also interviewed other entities involved in the process such as the
EEOICP resource center and the US Department of Labor and the University of
Washington’s Former Hanford Workers Monitoring Program. We documented the
current system using flowcharts with additional narrative explanations in
Appendix A.

As a quality control procedure, we provided the process documentation to those
individuals who provided the information to determine its accuracy and revise
them as needed.
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